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BUSINESS OUTLOOK 
Discussion Paper
Does the Federal Government Have a Role in the Evolution 
of State and Local Economic Development Programs?*
Timothy J. Bartik 
Senior Economist
The advent of the Clinton administration has stimulated 
new discussion about the appropriate role of the federal 
government in state and local economic development pro 
grams. By "economic development programs," I mean gov 
ernment-subsidized programs that provide customized 
assistance to individual business firms in order to increase 
their productivity, output, or employment.
In this discussion paper, I describe the changing nature of 
state and local economic development programs, highlight 
recent research indicating that these programs can be bene 
ficial, and suggest possible roles the federal government 
could play. In contrast with the many economists who claim 
that state and local economic development programs have 
no national benefit, I argue that these programs can benefit 
the nation and that federal intervention could increase the 
national benefits from state and local economic develop 
ment programs. The federal government could increase 
national benefits in three ways:
• by funding and requiring higher quality evaluations of 
state and local economic development programs
• by providing greater support for state and local eco 
nomic development programs that enhance business 
productivity rather than just attracting business from 
other areas
• by encouraging economic development in economi 
cally depressed areas where the national social benefits 
are greatest.
Current IVends in State and Local 
Economic Development Policy
State and local economic development organizations 
offer a mosaic of programs. These programs have been clas 
sified into three major "waves," with most organizations 
offering programs in each. 1 Table 1 gives a typology of 
common state and local economic development programs.
*Views are those of the author and do not necessarily represent those of 
the Institute.
Table 1
A Typology of Common State and Local 
Economic Development Programs
FIRST WAVE—Primarily Targeted at Branch
Plant Recruitment 
Marketing Area as Branch Plant Location
Industrial development advertising
Marketing trips to corporate headquarters





Provision of land at below-market prices
Direct state loans 
Nonfinancial Incentives to Branch Plants
Customized industrial training
Expedited provision of site-specific infrastructure
Help with regulatory problems 
SECOND WAVE—Primarily Targeted at Small
or Existing Businesses 
Capital Market Programs
Predominantly government-financed loan or equity programs
Government support for predominantly privately financed loan
or equity programs 
Information/Education for Small Business
Small business ombudsman/information office
Community college classes in starting a business
Small business development centers
Entrepreneurial training programs
Small business incubators 
Research and High Technology




Technology transfer programs/industrial extension services 
Export Assistance
Information/training in how to export
Trade missions
Export financing
THIRD WAVE—Catalyzing Markets 
Capital Market Assistance
Subsidized loan loss reserve for banks making above-average 
risk loans to small and medium-sized businesses
Secondary market for commercial and industrial loans 
Information/Education for Business
Wide variety of technical assistance and information for busi 
ness, partially funded by government with remainder financed
through fees, often run by private or quasi-private organizations
Prior to the 1970s, state and local economic development 
programs were almost exclusively oriented towards attract 
ing new branch plants with financial incentives. During the 
1970s and early 1980s, state and local economic develop 
ment programs, in response to harsh economic times, 
expanded the focus and the types of assistance programs. 
The Second Wave programs targeted new start-up busi 
nesses, small businesses, and existing businesses. Second 
Wave programs also tended to include more special services 
to businesses. They did not, however, supersede the First 
Wave branch plant recruitment efforts. Most state and local 
governments continued to funnel economic development 
funds into traditional lures for new branch plants. 2
Surf's Up: A Third Wave
hi the last few years, some activists have promoted the 
Third Wave approach to economic development. The Third 
Wave concept is that rather than provide economic develop 
ment services to small and medium-sized businesses, the 
government should encourage private sector providers, ide 
ally operating in a competitive market, to furnish such eco 
nomic development services. Under the Third Wave 
approach, the government would still be involved with eco 
nomic development because it would provide some subsi 
dies and guidance to these private or quasi-private 
economic development service providers. But government 
would only pay a portion rather than 100 percent of the cost 
of providing economic development services.
The Third Wave emerged in response to disappointment 
over the political and practical feasibility of Second Wave 
programs in which governments directly provide services to 
small and medium-sized businesses. Second Wave pro 
grams suffer from four interrelated problems: insufficient 
size to have significant effects, fragmented services, lack of 
accountability, and lack of business support. It is politically 
difficult to expand Second Wave programs, in which gov 
ernments pay 100 percent of the costs of providing services 
to selected businesses, to a size sufficient to significantly 
affect a state or metropolitan area's economic growth. Ser 
vices provided are fragmented. One government office 
helps with exporting, another with modernizing, and a third 
with job training. As with most government services, objec 
tive evaluations of the performance of Second Wave pro 
grams are rare. Business support for Second Wave programs 
seems weak, leaving the programs vulnerable to both 
changes in political fashion and budgetary problems in state 
and local governments.
The Third Wave approach, in theory, solves these prob 
lems. By working through private or quasi-private organiza 
tions, Third Wave programs should be able to provide more 
flexible and better integrated services to businesses. Private 
and quasi-private organizations also are supposed to elicit 
more business support. Because the government subsidy for
services is considerably less than 100 percent, a given gov 
ernment budget for economic development can potentially 
provide services to more firms. Furthermore, because part 
of the cost of economic development services is borne by 
business clients, there is at least some minimum account 
ability. Businesses will not pay fees for services unless they 
feel they are of some value.
Third Wave advocates frequently cite European exam 
ples. Economic development services in Europe are report 
edly provided by trade associations and other private or 
quasi-private entities. Services provided by these private 
organizations are more integrated, in that the same organi 
zation will help a firm with any problems impeding the 
firm's competitiveness. These private service providers 
receive some government subsidies, but most of their fund 
ing comes from client fees. Finally, these economic devel 
opment services are provided on a much larger scale in 
Europe than in the U.S.
The Third Wave approach has not been extensively 
implemented in the United States. One example of a Third 
Wave program is Michigan's Capital Access Program, an 
alternative to a traditional economic development business 
loan program in which the government directly makes loans 
or guarantees bank loans. Under the Capital Access Pro 
gram, a small business borrower and a participating bank 
each pay a fee of between 1.5 and 3.5 percent of the value of 
the land. The state government matches the total contribu 
tion of the borrower and bank (i.e., pays between 3 and 7 
percent of the loan's value). These funds go into a loan loss 
reserve fund for each bank. A bank's losses from program 
loans are covered by its individual loan loss reserve fund, 
but losses beyond the bank's reserve fund are the bank's 
responsibility. The program is intended to give banks incen 
tive to make loans that are above-normal risk but not too 
risky. Banks should not want to make normal loans under 
this program because the extra fees involved are not recov 
ered unless there is a default. On the other hand, banks 
should not want to make too many risky loans because of 
the bank's exposure if its funds should be exhausted.
Another example of a Third Wave program is Oregon's 
support for "flexible networks," in which firms in an indus 
try cooperate in doing research and development, job 
training, production, or marketing. Oregon is providing 
training to various private "network brokers" who will help 
set up networks. Oregon is also providing small seed grants 
to cover part of the initial costs of setting up such networks.
Several Third Wave efforts are underway in West Michi 
gan. In Grand Rapids, for example, the Right Place Pro 
gram, which is housed at the Chamber of Commerce and 
receives some governmental support, has been conducting 
Quantity Manufacturing Councils for the area's furniture 
and auto-related industries. Through these councils, firms
address common concerns and promote solutions that other 
wise would not be possible..
Current Evidence on the Effectiveness of State 
and Local Economic Development Programs
State and local economic developers find few supporters 
among economists. Many economists argue that state and 
local economic development programs make little sense 
because they have little effect on business activity. In addi 
tion, it is argued, even if state and local economic develop 
ment programs could increase local jobs, in-migration of 
labor would quickly offset any new jobs, bringing unem 
ployment back up to its original level. Finally, even if local 
residents did get labor market benefits from more local jobs, 
the argument is made that from a national perspective it is a 
zero-sum game. The benefits from job gains in one area are 
matched by the costs from job losses in other areas.
I present a counterargument to these charges in my 
recent book, Who Benefits From State and Local Economic 
Development? Economic development programs can 
achieve their goals and provide net benefits for the nation. 
Not every economic development program would pass a 
benefit-cost test, but the basic strategy of these programs— 
assisting firms in order to provide jobs or to improve pro 
ductivity—is sensible.
More researchers are finding that traditional First Wave 
economic development programs do matter. Many recent 
empirical studies suggest that state and local taxes and pub 
lic services do have significant effects on local growth. Of 
57 studies since 1979 that have examined state and local 
taxes and local growth, 70 percent have found at least one 
statistically significant and negative effect of taxes. The 
average long-run elasticity of state and local business activ 
ity with respect to state and local business taxes in these 
studies is -0.25. In other words, a 10 percent reduction of 
business taxes—holding public services constant—would 
cause a 2.5 percent increase in business activity.
Furthermore, of 30 recent studies that have included state 
and local public services, 60 percent have found at least one 
statistically significant and positive effect of public services. 
Three recent studies have considered the net effect of states 
increasing taxes to increase their level of public services. 
Ah* three conclude that the net effect of such a policy 
change on state growth would be positive.
But these studies consider state and local fiscal policies. 
There is little direct evidence on whether economic devel 
opment policies, which provide customized assistance to 
specific firms, significantly affect economic development. 
Because general state and local tax policies affect overall 
business growth, tax or other financial incentives for spe 
cific firms probably have, on average, positive effects on 
firm locations and growth decisions.
This extrapolation of the research literature becomes 
increasingly questionable as we consider tax incentives for 
more and more narrowly defined types of business growth. 
For example, enterprise zones might have so many social 
and economic problems that a marginal tax incentive might 
have little effect on investment in zone areas. Finally, we 
cannot reasonably extrapolate the results from general stud 
ies of state and local public spending and growth to pro 
grams that provide new types of public services for specific 
firms, such as modernization and export assistance.
There have been some evaluations of state and local eco 
nomic development programs. Most of these evaluations are 
based on "soft" evidence, such as client surveys. Such sur 
veys, although useful to program managers, will not con 
vince skeptics that these programs work. We need to know 
what would have occurred without the program's support. 
This requires data comparing the performance of those 
assisted with those unassisted by the program. For eco 
nomic development programs that target support on specific 
firms, we need to compare assisted with unassisted firms. 
For enterprise zone programs or other programs that target 
geographic areas, we need to compare assisted with unas 
sisted areas.
To my knowledge there are only two studies that have 
provided such hard evidence on economic development 
programs. A study by Harry Holzer and others found that 
Michigan's former programs of state subsidies for firms'job 
training in new technology resulted in statistically signifi 
cant and large reductions in scrappage rates of assisted firms 
versus unassisted firms.3 A study by Leslie Papke found that 
enterprise zone areas in Indiana had greater inventory 
growth and less unemployment claims than comparable 
non-zone areas.4
While there is little hard evidence showing that specific 
economic development programs work, the significant 
effects of state and local tax and public services on local 
economic growth indicate that state and local policies could 
potentially affect economic development. Such effects of 
state and local policies should not be surprising. With trans 
portation and communication costs becoming less impor 
tant, many businesses are becoming increasingly footloose. 
Minor differences in local economic environments could 
affect business expansion and location decisions.
On the second argument, whether local economic growth 
helps local residents, I have found in my research extensive 
evidence that an increase in a metropolitan area's employ 
ment has significant long-run effects on the employment 
rates and earnings of local residents. Consider a 10 percent 
increase in a metropolitan area's employment compared to 
what it would be otherwise. In other words, suppose the 
metropolitan area's employment growth is 1 percent higher 
per year for ten years than it would have been otherwise,
after which it resumes its previous growth path. I estimate 
that this change would reduce local unemployment rates in 
the long run by 6/10ths of 1 percent, increase labor force 
participation rates by 1.4 percent, allow the average resident 
to move up to an occupation with wage rates higher by 2 
percent, and increase the average resident's real earnings by 
4 percent.
The zero-sum game argument—that any gains from eco 
nomic development for one area are matched by losses for 
other areas—is the strongest argument against state and 
local economic development policies. But there are at least 
two reasons why the economic development competition 
among state and local governments might produce net 
national benefits. First, many state and local economic 
development programs aim at increasing business produc 
tivity. If these programs are "efficient"—the dollar value of 
the productivity improvements exceeds the program cost— 
the nation benefits. Productivity-enhancing economic devel 
opment programs will attract resources to that local area, 
and away from other local areas. But reallocating resources 
towards higher productivity enterprises is economically effi 
cient.
If productivity-enhancing economic development pro 
grams have productivity benefits that exceed their costs, 
some market failure must have prevented these efficiency 
gains from being realized. Such market failure seems plau 
sible. These productivity-enhancing programs mainly focus 
on providing firms with information on modernization, job 
training, exporting, and business planning. Private markets 
in such information may be inefficient. The information 
consumers—owners or managers of small and medium- 
sized businesses—will often be unable to evaluate the qual 
ity of private information providers, depressing the demand 
for such information.
The weak point in this counterargument is the lack of 
adequate evaluation studies, as discussed previously. We 
have little hard evidence that these information-providing 
programs increase business productivity enough to justify 
their costs.
A second rationale for net national benefits of state and 
local economic development programs is that these pro 
grams may redistribute economic activity towards economi 
cally depressed areas. High-unemployment areas probably 
need jobs more than low-unemployment areas. Redistribut 
ing jobs towards high-unemployment areas may allow 
lower national unemployment without higher inflation. The 
usual assumption is that changes in unemployment have lit 
tle effect on inflation at high-unemployment rates, and large 
effects at low-unemployment rates. Redistributing labor 
demand from low- to high-unemployment local labor mar 
kets would reduce inflationary pressures in low-unemploy 
ment labor markets, while having little effect on inflation in
the high-unemployment labor markets. The lower overall 
national inflationary pressures resulting from this redistribu 
tion give fiscal and monetary policymakers greater leeway 
to allow lower national unemployment rates without caus 
ing accelerating inflation.
The key problem with this rationale for net national ben 
efits of state and local economic development programs is 
that it is unclear whether high-unemployment areas most 
vigorously pursue these programs. If state and local politi 
cians are rationally pursuing their jurisdictions' best inter 
ests, one would expect some tendency in this direction, 
because high-unemployment areas are likely to benefit most 
from economic development programs. But politicians may 
have many other motivations than their jurisdictions' best 
interests.
hi sum, there is some evidence that state and local eco 
nomic development programs can work, but the evidence is 
not as extensive as we might wish. Evidence is particularly 
scant for the productivity-enhancing economic development 
programs that are likely to have the greatest national bene 
fits. In addition, it is quite unclear whether the current eco 
nomic competition among state and local governments is 
helping economically depressed areas, which are the areas 
in which development would have the greatest national 
social benefits.
Federal Intervention in State and Local 
Economic Development
I suggest that federal intervention in state and local eco 
nomic development is justified in the following three areas, 
listed in order of increasing costs and political difficulty.
• Encouraging better evaluation of economic develop 
ment programs
• Providing partial subsidies for economic development 
programs that seek to increase business productivity
• Restructuring our system of fiscal federalism to encour 
age economic development in depressed areas.
Evaluation
Federal support for evaluation of state and local eco 
nomic development programs is justified because one area's 
evaluations provide external benefits to other state and local 
areas. Because state and local areas do not take into account 
these external benefits, state and local areas will underfund 
evaluations. In addition, there are political reasons for state 
and local governments to underfund evaluation. Negative 
evaluations might cause political problems, and voters may 
distrust positive evaluations. Local residents might prefer 
some sort of outside influence over evaluation procedures to 
ensure that the evaluations have some reasonable objectiv 
ity.
Proper evaluation of economic development programs is 
not an easy task. For programs that assist selected firms, a 
quality evaluation requires comparison of the performance 
of assisted versus unassisted firms. Such comparison studies 
run into difficulties because of unobserved differences 
between the two groups of firms. One could argue, for 
example, that the more creative firms will figure out how to 
access state and local economic development programs and 
that any observed better performance by assisted firms may 
be due to this greater creativity and not due to the program. 
To avoid this "selection bias," most researchers would rec 
ommend a random assignment experiment where potential 
clients are randomly assigned to a treatment group or to a 
control group that is denied treatment. With random assign 
ment, the measured difference between treatment and con 
trol groups should be solely the impact of the treatment.
There are political risks involved in setting up a random 
experiment. For example, firms that are in the control group 
could complain that they are being denied services. Careful 
research design can avoid these risks; their potential still 
exists, however, and may be enough to dissuade state and 
local organizations from conducting such an evaluation pro 
gram. The federal government would not only be able to 
draw upon national research organizations to conduct these 
programs, but also, being more removed from the area's 
business community, would be less fearful of possible polit 
ical fallout.
For enterprise zone programs, or other programs that tar 
get business development in economically depressed areas, 
the ideal evaluation would compare assisted areas with 
unassisted areas. Similar to the case of programs helping 
firms, an ideal evaluation would need assisted and unas 
sisted areas to be as similar as possible in all observed and 
unobserved characteristics that might affect the area's eco 
nomic development. This similarity of assisted and unas 
sisted areas can best be assured by choosing enterprise zone 
areas randomly among areas that are economically 
depressed, that have created a viable plan for redevelop 
ment, and whatever other criteria might be demanded by a 
zone program.
Only a federal enterprise zone program is likely to be of 
sufficient size to allow an adequate number of treatment 
areas (assisted areas) and control areas (unassisted areas) 
that would be needed for a high-quality evaluation. A com 
parable high-quality state enterprise program would neces 
sarily have many fewer zone and control areas. With fewer 
zone and control areas, it would be harder to tell whether 
any differences were due to chance or to the program.
Productivity Program
An argument can also be made for federal government 
support for state and local economic development programs 
that improve business productivity. Some of the benefits of
improvement in a firm's productivity are likely to be shifted 
forward as lower prices or higher quality to business or 
household customers for the firm's product. Many of these 
customers will be located in other areas. In addition, in an 
environment of increasing global competition, productivity 
improvements of U.S. firms could improve our balance of 
trade. Finally, productivity improvements at a firm result in 
workers and managers having greater knowledge about how 
to be productive. Both people and ideas are quite mobile 
within the U.S. Hence, this greater knowledge about how to 
be productive at one firm is likely to eventually increase 
productivity at other firms throughout the U.S.
Helping Depressed Areas
A final area in which federal intervention in state and 
local economic development might be justified is the eco 
nomic development of depressed local economies. As 
argued above, creating jobs in depressed areas may provide 
greater social benefits and allow a lower national unemploy 
ment rate.
A strong objection to federal aid to depressed local econ 
omies is that such a program is not politically sustainable on 
a large enough scale to make a difference. The argument is 
that any federal program must spread its benefits widely 
across states and congressional districts to attract significant 
federal support over the long run.
One way to increase federal support for economically 
depressed areas is to make such an approach part of a more 
far-reaching overhaul of our system of state and local public 
finance, and our existing assignment of responsibilities 
among federal, state, and local governments. For example, 
Alice Rivlin, President Clinton's Deputy Director of the 
Office of Management and Budget, has, prior to assuming 
her current job, suggested that more responsibility for many 
domestic program areas, including economic development, 
should be assigned to state and local governments rather 
than the federal government. To help state and local govern 
ments finance their new responsibilities, she has suggested 
some sort of national value-added tax or sales tax, with the 
funds redistributed to state and local areas on a per capita 
basis. Such a national tax would tend to raise more money 
from wealthier areas, while redistributing some resources to 
poorer areas, but the program might be more politically via 
ble because some assistance would go to all areas.
Where do enterprise zones fit into this idea of helping 
depressed areas? In my view, the biggest objection to enter 
prise zones is not that they won't work in the sense of 
attracting business investment. The research literature on 
business location indicates that location decisions within 
metropolitan areas are quite sensitive to tax and financial 
factors. The biggest objection to enterprise zones is that it is 
clear in most cases that enterprise zone areas are far too 
small to be considered distinct labor market areas. Hence, I
have doubts about whether enterprise zones will actually 
help poor residents of ghettos much more than just increas 
ing the same number of jobs throughout the metropolitan 
area. Creating the same number of jobs throughout the met 
ropolitan area would no doubt be cheaper. There is some lit 
erature suggesting that job access within a metropolitan area 
significantly affects employment rates, but this conclusion 
is disputed by other research. Evaluations of enterprise zone 
programs should therefore seek to consider not only what 
happens to the development of the zone areas, but what hap 
pens to zone residents.
Conclusion
In summary, I would suggest the following federal initia 
tives in state and local economic development policy:
1. A federal grant program to intermediary organizations 
that would provide small and medium-sized businesses with 
information on modernizing, exporting, or training. The 
grant program would require a state or local government 
match, and some financing from client businesses. All 
grants would require evaluations comparing assisted with 
unassisted businesses. Extra grant funds would be provided 
to programs that were willing to use some sort of random 
assignment experimentation methods in running the pro 
gram.
2. A federal grant program for enterprise zones that 
would randomly choose zones among the best applicants 
and would evaluate the effects of the economic develop 
ment program on the zones' original residents, property val 
ues, and property usages.
3. At some point in the 1990s, we will need to consider 
comprehensive reform of our system of fiscal federalism. 
Such reform should give poor areas significantly more 
access to revenues, so that they can be competitive in their 
economic development market and provide adequate public 
services to their residents.
NOTES
1. The term "wave" has been widely accepted for describing the three 
different types of economic development programs; however, it is some 
what inappropriate. "Waves" suggests the washing away of earlier efforts 
or programs. This is clearly not the case, as many economic development 
organizations use programs from two or even all three of the "waves."
2. It is difficult to conclusively prove this statement because few states 
keep good data on tax expenditures. But, as I discuss in my book, Who 
Benefits From State and Local Economic Development Policies? (Upjohn 
Institute, 1991), total state development agency spending in 1990 was 
around $1.5 billion. In Michigan alone, property tax abatements are worth 
at least $150 million a year in lost revenue. Tax abatements and other tax 
subsidies for new branch plants probably vastly exceed state development 
agency spending, and exceed even more development agency spending for 
Second Wave programs.
3. Harry Holzer, Richard N. Block, Marcus Cheatham, and Jack H. 
Knott. "Are Training Subsidies for Firms Effective? The Michigan Experi 
ence," Industrial and Labor Relations Review, forthcoming.
4. Leslie E. Papke. "Tax Policy and Urban Development: Evidence 





Can't Blame It on the Weather
George A. Erickcek
Total employment grew 0.7 percent during the first quarter of 1993 in the five West Michigan metropolitan areas. 
Job gains were reported across all major sectors of the West Michigan economy except wholesale trade. Regional eco 
nomic indicators suggest further employment gains in the region's goods-producing sectors, but relatively flat 
employment conditions in the region's other sectors during the coming months.
The National Setting
After two quarters of rapid growth, the national economy 
took a breather in the first quarter of 1993. Gross Domestic 
Production (GDP) grew at a 1.8 percent annual rate in the 
first quarter, down from its 4.7 percent annual pace recorded 
in the last quarter of 1992. More cautious consumers, slug 
gish foreign markets, and a hasty retreat in military spend 
ing were clear factors affecting the slowdown. In fact, 
military spending plunged at a 25.5 percent annual rate, the 
largest quarterly drop in 20 years. Some analysts even 
blamed the weather; however, that had only a modest 
impact on retail sales in March.
Chart 1
Gross Domestic Product
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There are enough negative reports to dishearten even the 
strongest optimist among us. The Index of Leading Indica 
tors dipped 1 percent in March, with nine of its eleven indi 
cators down for the month. Orders for big-ticket factory 
goods plunged 3.7 percent in March, the biggest drop in 15 
months. Finally, the National Association of Purchasing 
Management Index inched below the 50 percent index in 
April to 49.7 percent. An Index reading of below 50 percent 
suggests a deteriorating manufacturing environment. Never 
theless, most economists agree that, although GDP may not 
reach its fourth quarter high again any time soon, the econ 
omy is structurally sound and the recovery, although 
slowed, remains unthreatened.
Consumer spending decelerated to a 1.2 percent annual 
rate of growth in the first quarter, after racing at a robust 5.1 
percent annual rate in the fourth quarter of 1992. The slow 
down was felt across the board, with expenditures for non 
durable goods actually falling at a 2.8 percent annual rate. 
Weakened consumer confidence, increasing consumer debt 
levels, and slower income growth all contributed to the 
slowdown.
After sliding downward throughout the first quarter, con 
sumer optimism picked up a bit in April, according to the 
University of Michigan Survey of Consumer Sentiment. 
Consumers continue to be concerned about sluggish payroll 
employment growth and the nation's unemployment rate 
stubbornly staying at 7.0 percent.
The disappointing payroll employment statistics derived 
from the Current Employment Statistics (CES) survey con 
tradict more positive findings of the monthly household 
interviews of the Current Population Survey (CPS), how 
ever. From March 1991 (the trough of the 1990-91 reces 
sion) to April 1993, employment has grown by 1.6 million 
workers, according to the CPS household survey. In sharp 
contrast, the CES employers' survey reports that payroll 
employment had, grown by only 400,000 during the same 
time period. An increase in self-employed individuals, 
which may not be fully captured in the payroll data, may 
explain some of the discrepancy between the two data
series. Still it is unsettling that two widely used series are 
reporting drastically different employment trends.
Chart 2
Real Per Capita Disposable Income
(Percent change from preceding quarter
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Expenditures for producer durables rose at an 8.6 percent 
annual rate in the first quarter of 1993. Corporate profits 
soared in the fourth quarter, according to the Wall Street 
Journal's poll of 619 major corporations. Income earnings 
rose 62 percent from a year earlier. After-tax earnings from 
continuing operations rose 57 percent. The profits reported 
so far this year are more robust than expected, and analysts 
look for the upward trend to continue through this year.
High corporate earnings and low interest rates should 
insure a growing demand for producer durable goods, but 
the demand may be delayed. According to a survey con 
ducted by Goldman, Sachs, and Company, many large cor 
porations are taking advantage of the current low interest 
rate, not to increase capital investment but to cut debt. If the 
survey results are accurate, we may have to wait another 




Percentage Change, First Quarter 1993
Consumers may have overspent in the third and fourth 
quarters of 1992. Consumer installment debt as a percent of 
income has risen over the past eight months. More trou 
bling, current research at the Chicago Federal Reserve 
reveals that households have been shifting their debt from 
installment loans to home equity loans, taking advantage of 
both lower interest rates and tax deducibility. In short, the 
shift of consumer debt from high-interest installment debt to 
low-interest, tax-deductible equity debt is improving con 
sumers' cash flow but not their debt.
Chart 3
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Finally, real disposable income grew at a 2.7 percent rate 
in the first quarter of 1993, down from the 4.3 percent pace 
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Expenditures on nonresidential construction continued to 
decline in the first quarter, falling 2.2 percent. The office 
vacancy rate in the nation's central business districts rose to 
a six-year high of nearly 20 percent in the first quarter, 
while suburban office vacancy rates remained flat at 20.4 
percent.
Residential construction rose at only a 0.2 percent annual 
rate in the first quarter, after skyrocketing at a remarkable 
25.1 percent annual rate in the last quarter of 1992. Low 
mortgage rates have ignited a jump in housing sales nation 
wide. In March, construction of single-family homes 
increased 4.8 percent to an annual rate of 637,000 units, the 
largest rise since November. Lumber prices remain a damp 
ening factor, however. In March, nationwide lumber prices 
were nearly double those of October 1992.
The economies of our major trading partners are still flat, 
unfortunately. Net exports fell in the first quarter in spite of
the falling dollar. Exports declined at a 7.1 percent annual 
rate, while imports also declined but at a slower 3.2 percent 
annual rate. The dollar continued to be weak relative to 
other major currencies, but until the economies of our major 
trading partners improve, export sales may continue to 
wane.
In March, the University of Michigan released their new 
economic forecast for 1993 and 1994. GDP is expected to 
grow at a 3.2 percent annual rate for the year and at a slower 
2.3 percent annual rate in 1994. Investment spending is 
expected to be the engine of growth in 1993, switching to 
exporting in 1994, as the economies of our major trading 
partners improve. The University of Michigan forecast also 
calls for short- and long-term interest rates to remain stable 
over the next 18 months.
Outlook for Michigan
Statewide, employment rose a healthy 0.9 percent in the 
first quarter of 1993, led by a strong manufacturing sector. 
The state's unemployment rate dropped a full percent and 
now matches that of the nation at 7.0 percent. All indicators 
point to further employment gains in the coming months.
Employment in the state's goods-producing sector 
increased 1.4 percent in the first quarter, after being flat in 
the previous quarter. Employment in construction grew 2.3 
percent, nearly matching the 2.7 percent rise in the number 
of new dwelling units put under contract.
Chart 5
Michigan and West Michigan Indexes
Fourth Quarter | 1992 and First Quarter E?>1 1993
(1982=100)
Michigan West Michigan West Michigan
Leading Indicators Help-Wanted Ads
In manufacturing, employment grew 1.3 percent in both 
durable and nondurable goods production in the first quar 
ter. The second quarter started with strong sales of domesti 
cally produced cars and light trucks. In late April, 
domestically produced vehicles sold at a seasonally
adjusted annual rate of 12.2 million units. However, in the 
first 10 days of May, the sales pace was down to 11.3 mil 
lion vehicles. Still, sales during the first of May were up 29 
percent over the same period a year ago.
Chart 6
West Michigan Employment 
Percentage Change, First Quarter 1993
Employment in the state's private service-producing sec 
tor grew 1.0 percent in the first quarter, improving on its 0.6 
percent growth in the previous quarter. Job gains were 
recorded in all major sectors, except transportation, public 
utilities, and government. Strong employment gains were 
reported in retail, up 8,600 jobs, and services, up 12,900 
jobs. Government employment, on the other hand, was 
down 0.5 percent.
Indicators suggest further job growth in the coming 
months. The Detroit Help-Wanted Advertising Index rose 
2.6 percent in the first quarter, indicating that employment 
conditions in services are still strong in southeast Michigan. 
Moreover, the state's Index of Leading Indicators, which 
tracks employment conditions in the goods-producing sec 
tors, rose a strong 9.1 percent.
All statewide components of the Index of Leading Indi 
cators improved in the quarter. Average weekly hours of 
production workers rose 2.6 percent, while the number of 
new unemployment insurance claims plunged 35.2 percent. 
Finally, the number of housing starts also rose.
The potential benefits and costs of the proposed North 
American Free Trade Agreement (NAFTA) to the state will 
get increasing attention in the coming months. Governor 
Engler, a strong supporter of NAFTA, and 110 business 
leaders traveled to Mexico in March and met with govern 
ment leaders. The debate around NAFTA centers on 
whether the agreement would increase the state's exports, as 
tariffs blocking Michigan firms are gradually lifted, or
Table 1 
Michigan (Statewide) Statistics













Goods producing.................... 1,041,530 1,026,760 1.4 1,019,710 2.1
Construction & mining ............. 130,390 127,510 2.3 126,690 2.9
Manufacturing.................... 911,140 899,250 1.3 893,020 2.0
Durable goods.................. 677,040 668,210 1.3 665,590 1.7
Nondurable goods............... 234,110 231,040 1.3 227,430 2.9
Private service producing ............. 2,282,460 2,260,280 1.0 2,226,690 2.5
Transportation & pub. utilities ....... 154,000 154,640 -0.4 153,550 0.3
Wholesale trade................... 200,580 199,800 0.4 198,960 0.8
Retail trade ...................... 743,070 734,450 1.2 725,580 2.4
Finance, insurance & real estate ...... 188,570 188,050 0.3 189,570 -0.5
Services......................... 996,230 983,340 1.3 959,020 3.9
Government........................ 639,980 642,880 -0.5 641,160 -0.2
Total ............................. 3,963,960 3,929,920 0.9 3,887,560 2.0
Unemployment 
Number unemployed................. 321,300 368,970 -12.9 424,310 -24.3
Unemployment rate.................. 7.0 8.0 -12.5 9.2 -23.9
State indexes 
Help-wanted ads:
Detroit.......................... 119 116 2.6 94 26.6
West Michigan (5 MSAs) ........... 207 214 -3.3 192 7.8
Leading indicators................... 144 132 9.1 132 9.1
Local components:
Average weekly hours............ 42.9 41.8 2.6 42.2 1.7
UIinitial claims................. 15,707 24,228 -35.2 24,182 -35.0
New dwelling units3 ............._____38.559______ 37.548_________2.7_________37,148_________3.8
SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, Detroit help-wanted index from The Conference Board and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2
West Michigan (5 MSAs) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad counts from five daily newspapers and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates.
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encourage the movement of high-paying jobs from the state. 
With the current tariff structure, it may make sense for firms 
wanting to sell to Mexico's growing market to locate pro 
duction and jobs in Mexico instead of exporting. With low 
ered tariffs, exporting would become a less costly 
alternative encouraging more firms to remain in Michigan. 
Nevertheless, with or without NAFTA, the wage differences 
between the two countries will continue to be a strong 
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Outlook for West Michigan
Total employment grew 0.7 percent in the first quarter of 
1993 in the five metropolitan areas of West Michigan. In the 
coming months, further employment gains are expected in 
the region's goods-producing sector, but indicators suggest 
a general weakness in the service-producing sector.
Employment in the goods-producing sector grew a full 
percent in the first quarter of 1993 after being flat in the last 
quarter of 1992. Construction employment jumped 3.1 per 
cent in the quarter, despite a modest decline in the number 
of new dwelling units put under contract. Employment in 
manufacturing rose 0.8 percent in the quarter, with job gains
evenly distributed between the production of durable and 
nondurable goods.
Employment in the region's service-producing sectors 
rose 0.5 percent in the first quarter, with only wholesale 
trade losing ground. The 200 jobs lost in wholesale trade 
were more than erased by a gain of over 1,600 jobs in ser 
vices and another 300 jobs in finance, insurance, and real 
estate. Employment in government was up a slight 0.2 per 
cent in the quarter.
Employment gains in the first quarter helped pull the 
region's unemployment rate down to 6.0 percent, a full per 
cent below the national and state rates. Although the five 
metropolitan areas had a lower unemployment rate in the 
quarter than the state, its job growth was below that of the 
state.
hi the coming months, we expect further gains in goods- 
producing employment, but more stagnant conditions in ser 
vice-producing sectors. The region's Index of Leading Indi 
cators rose 5.3 percent, suggesting improving employment 
conditions in the goods-producing sector. However, the 
region's Index of Help-Wanted Advertising fell 3.3 percent.
The regional components of the Index of Leading Indica 
tors were mixed. Average weekly hours of production work 
ers rose 0.7 percent and the number of initial claims for 
unemployment insurance plunged nearly 20 percent. Only 
the number of new dwelling units put under contract was off 
for the quarter.
In rebenchmarking the 1992 employment statistics, 
MESC found that the West Michigan metropolitan areas had 
stronger job gains for the year than originally believed. 
Each year MESC benchmarks its establishment employ 
ment estimates with employment statistics from the more 
complete unemployment insurance files. As shown in Table 
3, the five metropolitan areas had 3,700 more jobs in 1992 
than recorded earlier. In particular, the region's service-pro 
ducing sectors proved to be much stronger than originally 
believed. The benchmarking picked up 3,600 new jobs in 
service-producing industries in the five metropolitan areas 
in 1992.
Table 3
1992 Annual Average Employment 

































Total employment inched up 0.1 percent in the Battle 
Creek MSA during the first quarter of 1993. Employment 
gains in the area's service-producing industries were nearly 
erased by losses in its goods-producing sectors. Indicators 
suggest, however, that employment opportunities in goods- 
producing industries should improve in the coming months.
Employment in the area's goods-producing sector fell 
0.7 percent due to a large 4.4 percent plunge in employment 
in construction and mining. Manufacturing employment 
was nearly flat, with job losses in the nondurable goods pro 
duction completely offsetting gains in durable goods manu 
facturing.
Chart BC-1
Battle Creek Employment 
Percentage Change
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Further job losses will occur in the area's nondurable 
goods sector with the closing of two bakeries. Archway 
Cookies announced that it will close its original bakery, 
which employs 37 workers, due to the lack of expansion 
space. R.W. Snyder, a subsidiary of Quaker Oats, will also 
close, eliminating 38 jobs.
Employment in the area's service-producing sectors 
increased 0.6 percent in the first quarter. Job gains in ser 
vices, finance, and wholesale trade more than offset losses 
in retail trade and transportation and public utilities. Finally, 
employment in government fell 0.4 percent in the quarter.
The unemployment rate for the Battle Creek MSA fell 
below the national average to 6.2 percent in the first quarter. 
Since employment remained constant, the improved unem 
ployment rate is due to either individuals finding jobs out 
side the county or dropping out of the workforce.
The employment outlook in the area's goods-producing 
sector is positive. The Index of Leading Indicators rose 5.6 
percent in the first quarter. However, the area's Index of 
Help-Wanted Advertising did not budge in the quarter, sug 
gesting sluggish employment conditions in the service-pro 
ducing sectors.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
inched up just 0.2 percent in the quarter, while the number 
of initial claims for unemployment insurance fell 18.8 per 
cent. On the other hand, the number of new dwelling units 
put under contract fell 3.7 percent.
Two of the major activities housed at the Battle Creek 
Federal Center have been identified for relocation. The 
Defense Logistics Agency has recommended that the 
Defense Logistics Service Center (DLSC) and the Defense 
Revitilization and Marketing Service (DRMS) be moved to 
Columbus, Ohio in 1996. DLSC catalogues all parts and 
equipment used by the U.S. military and NATO armed 
forces. DRMS sells or salvages obsolete or unneeded mili 
tary equipment. The two agencies employ over 1,100 work 
ers; however, approximately 275 DLSC workers are already 
scheduled to be moved to Cleveland.
DLSC and DRMS are two of the three principal activities 
at the Federal Center and many residents are concerned that 
with their departure, the Center's other federal agencies 
would also relocate, putting all of the Center's current 1,900 
workers in jeopardy. An appeal of the relocation recommen 
dation was made by area residents with assistance of a re- 
estimate of relocation cost savings by the W.E. Upjohn 
Institute. A final decision from the Base Realignment and 
Closure (BRAC) Commission is expected in June.
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Table BC-1 
Battle Creek (Calhoun County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, 
Company, ad count from Battle Creek Enquirer and employment data from MESC. National components in Table A- 
NOTE: Categories may not sum to total due to founding, 
a. New dwelling unit data are seasonally adjusted annual rates.
McGraw Hill Information Systems
3.
Battle Creek MSA
Changes in Average Hourly Earnings and Employment in Manufacturing
1991 -1992
Hourly Earnings in 1992 Dollars












Primary Fabricated Industrial Transportation Food & Total
Metals Metals Machinery Equipment Kindred Manufacturing
A Computer Products

















Average hourly earnings in manufacturing rose 16 cents from 1991 to 1992 (in 1992 dollars), due solely to an average $1.56 an hour 
increase in the area's large food products industry. Increased labor demand in several of the area's industries had little impact on wage 





Total employment grew a small 0.2 percent in the Benton 
Harbor MSA during the first quarter of 1993. Employment 
gains in the area's private service-producing sectors offset 
losses in its goods-producing sectors and in government. 
National and local conditions are improving, but the area is 
plagued with major layoffs that will inhibit further job 
growth.
Employment in the area's goods-producing sectors was 
off 0.4 percent in the first quarter. Construction employment 
was down for the quarter, but the big drop in jobs occurred 
in the area's nondurable goods production. Nearly 150 jobs 
were lost in nondurable goods production, reflecting layoffs 
at Zenith Data Systems (ZDS).
Chart BH-1
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The Board of Contract Appeals of the Government Ser 
vices Administration rejected all protests and let stand ZDSs 
winning bid for a three-year, $724 million contract for desk 
top personal computers. Nevertheless, due to sluggish 
worldwide sales, ZDS is still forced to layoff 30 percent of 
its workforce, or 375 workers. After the latest round of lay 
offs, the company will employ about 875 workers in Benton 
Harbor, and most of those who remain will be subject to a 
year-long pay freeze.
Layoffs were experienced in other area industries as 
well. Inverness Castings Group is laying off 110 workers at
its Zinc and Plastics Division due to design changes in 
Cadillacs and the Lincoln Town Car. Another 285 jobs will 
be lost at Allied Signal Brake Systems as two production 
lines are moved to Tennessee. Fortunately, the company 
plans to create 74 foundry and disc brake jobs. Total 
employment at the plant is about 1,000. Finally, Weldun 
International laid off 35 workers from its Flexible Assembly 
Systems (FAS), which builds assembly and test systems for 
the automotive, computer, appliance, and pharmaceutical 
industries.
On a positive note, Pullman Industries plans to build a 
$10 million factory in South Haven's industrial park. The 
facility will provide 61 jobs and manufacture car and mini- 
van parts for the Big Three.
Finally, union workers at Alreco Metals approved, on the 
third try, a contract proposal from the company's new 
owner, FFS. As a consequence, FFS will proceed to buy the 
plant from Reynolds Metals. If the union had not approved 
the contract, Reynolds Metals would have closed the facil 
ity, which currently employs approximately 100 workers.
Employment in the area's service-producing sectors rose 
0.8 percent in the first quarter, with only wholesale trade 
seeing employment declines. Nearly 200 new jobs were 
reported in the area's service industries. Finally, government 
employment was down 0.3 percent in the quarter.
Sluggish job growth did not stop the area's unemploy 
ment rate from dropping to 7.6 percent, however. National 
and local employment conditions are improving somewhat, 
but the layoff announcements bode ill for any job gains in 
the coming months. The Index of Leading Indicators for the 
Benton Harbor MSA rose 5.5 percent in the quarter, while 
the area's Index of Help-Wanted Advertising fell 1.1 per 
cent. The Index of Leading Indicators tracks employment 
conditions in the goods-producing sectors, while the Index 
of Help-Wanted Advertising monitors employment trends in 
the service-producing sectors.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
did not budge, while initial claims for unemployment insur 
ance plunged 20.4 percent. The number of new dwelling 
units put under contract fell 7.0 percent in the quarter.
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Table BH-1
Benton Harbor (Berrien County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. 
Company, ad count from Benton Harbor Herald Palladium and 
NOTE: Categories may not sum to total due to rounding. 
a. New dwelling unit data are seasonally adjusted annual rates.
Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
employment data from MESC. National components in Table A-3.
Benton Harbor MSA
Changes in Average Hourly Earnings and Employment in Manufacturing
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Average hourly earnings in manufacturing increased by 24 cents from 1991 to 1992 when measured in 1992 dollars. The positive gains 
in average wages, in the face of declining labor demand, suggest that unskilled, low-wage workers bore the brunt of the layoffs across 





Total employment grew 0.8 percent during the first quar 
ter of 1993 in the Grand Rapids MSA. Indicators suggest 
that the first-quarter rate of employment growth in the 
area's goods-producing sectors will continue in the coming 
months. However, employment growth in the area's service- 
producing sectors may be lower.
Employment in goods-producing sectors climbed 1.7 
percent in the first quarter of 1993. Despite a slight decline 
in new housing starts, employment in construction and min 
ing rose a healthy 3.4 percent in the quarter.
Chart GR-1




y Fourth lo Fir* Percent Chute, Pirn lo Pint
Manufacturing employment gained 1,400 jobs in the first 
quarter. Employment in the production of durable goods 
rose 1.2 percent, while employment in nondurable goods 
production rose an even stronger 1.8 percent.
Recent reports from the area's office furniture manufac 
turers are encouraging. Steelcase is recalling 472 laid-off 
employees, as the furniture maker is experiencing a slight 
increase in business. Latest quarterly earnings at Herman 
Miller are up substantially from last year. The furniture 
company reported that net income rose 85.4 percent in its 
fiscal third quarter, or 29 cents a share from last year. 
Finally, although 44 workers at the Kentwood plant of the 
Knoll Group took voluntary layoffs, the facility is expecting 
to see increased activity when Knoll closes its Puerto Rico 
plant.
General Motors is planning to spend nearly $31.5 million 
on its A.C. Rochester Products plant in Coopersville to pro 
duce a new gasoline fuel injector and another $7.4 million 
on its other plant in Wyoming for the production of new 
valve lifters. The Wyoming plant is also scheduled to take 
18 percent of the work to be transferred from the Kalama- 
zoo plant. In addition, Toyota Motors awarded the Wyo 
ming facility with its quality award as the plant surpassed 
Toyota's quality tolerance of only 15 faulty parts per mil 
lion.
On the downside, Smiths Industries will lay off 40 work 
ers and will not replace 39 retiring workers. The company, 
which depends upon the military for 75 percent of its busi 
ness, employs 1,400 workers in Grand Rapids.
Employment in the area's service-producing sector rose 
0.5 percent in the first quarter. All major sectors, except 
wholesale trade, reported job gains in the quarter. In ser 
vices, including health and business services, 740 jobs were 
created in the first quarter. Finally, government employment 
inched up 0.3 percent in the first quarter, after climbing a 
full 2 percent in the previous period.
Strong employment gains resulted in the unemployment 
rate for the Grand Rapids MSA dropping below the 6 per 
cent mark to 5.4 percent. Moreover, the area's Index of 
Leading Indicators rose 5.6 percent in the quarter, suggest 
ing further job gains in the goods-producing sectors in the 
coming months. On the other hand, the area's Index of 
Help-Wanted Advertising fell 2.8 percent, indicating slug 
gish employment conditions in the service-producing sec 
tors.
Local components of the Index of Leading Indicators 
were mixed. Average hours of production workers grew 0.5 
percent, and the number of new claims for unemployment 
insurance plunged 21 percent. However, the number of new 
dwelling units put under contract fell 4.4 percent.
Finally, the Grand Rapids City Commission has adopted 
a new policy requiring companies seeking tax abatements to 
implement an affirmative action plan. The policy would 
apply to businesses with more than 15 employees or those 
seeking abatements of more than $600,000. Opponents of 
the policy worry that the extra burden will cause firms to 




Grand Rapids (Kent & Ottawa Counties) Statistics 







































































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill 
Company, ad count from Grand Rapids Press and employment data from MESC. National components in Table A-3. 
NOTE: Categories may not sum to total due to rounding. 



























Changes in Average Hourly Earnings and Employment in Manufacturing
1991 - 1992
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Real average hourly earnings in manufacturing fell by 22 cents from 1991 to 1992 (in 1992 dollars). The decline in real wages partially 





Total employment increased a healthy 0.8 percent in the 
first quarter of 1993 in the Kalamazoo MSA, sending the 
area's unemployment rate down to 4.6 percent. Further 
employment gains are expected in the coming months across 
all sectors.
Employment in goods-producing sectors increased 1.0 
percent in the first quarter, due to a robust 4.4 percent jump 
in construction employment. A 13.6 percent increase in the 
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Manufacturing employment rose 0.5 percent in the quar 
ter as a strong 1.5 percent increase in durable goods 
employment erased a 0.2 percent decline in nondurable 
goods employment. The rise in durable goods production is 
surprising, given that employment at the Comstock General 
Motors plant has fallen by over 500 workers since last 
December. General Motors is predicting that the Comstock 
facility, which currently employs 2,300 workers, will be 
down to 1,800 workers at year's end. Employment will drop 
another 1,000 during 1994, with all but 90 jobs being elimi 
nated by the end of 1995. GM also predicts that about a 
third of the plant's workforce will transfer to other facilities.
About 18 percent of the work will be transferred to GM's 
Grand Rapids facility, with the remainder scattered among 
seven other plants.
Geiger Plastics USA, an auto parts producer, announced 
expansion plans that will create 30 new jobs. In addition, 
Beach Products, a maker of paper products, is considering 
expanding its Kalamazoo production facility. Presently, 
there is no estimate on the number of new jobs that could be 
created; the company currently employs 500.
Employment in the service-producing sectors rose 0.8 
percent in the first quarter, with employment losses reported 
only in transportation and public utilities. The greatest job 
gains were reported in the services and financial sectors. 
Finally, government employment rose 0.9 percent in the 
quarter, after falling 2.2 percent in the previous period.
Healthy employment growth contributed to the unem 
ployment rate for the Kalamazoo MSA, dropping below 5 
percent to 4.6 percent. Moreover, current readings of the 
area's leading indicators are positive. The Index of Leading 
Indicators jumped up 9.2 percent, and the Index of Help- 
Wanted Advertising moved up 4.6 percent. The Index of 
Leading Indicators monitors employment conditions in 
goods-producing sectors, while the Index of Help-Wanted 
Advertising tracks employment trends primarily in the ser 
vice-producing sectors.
All the local components of the Index of Leading Indica 
tors were positive. Average weekly hours for production 
workers leaped 3.5 percent to 44.1 hours per week. The 
number of initial claims for unemployment insurance 
plunged 23.2 percent. Finally, the number of new dwelling 
units put under contract rose 13.6 percent.
Western Michigan University has "suspended" its plans 
to develop a research and business park in the City of 
Kalamazoo, partially due to vocal opposition from residents 
living near the proposed park and to the inability of the 
State Senate to lift current restrictive covenants from one of 
the properties. The State's Department of Natural Resources 
Regional Field Office in Plainwell and AvTech Laborato 
ries, a high-tech pharmaceutical testing firm, had been iden 
tified as possible park tenants.
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Table K-l 
Kalamazoo (Kalamazoo County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Kalamazoo Gazette and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates._________________________________________ ___
Kalamazoo MSA
Changes in Average Hourly Earnings and Employment in Manufacturing
1991 - 1992
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Real average hourly earnings in manufacturing fell 47 cents in 1992 (measured in 1992 dolfars), due to declines in fabricated metals 






Total employment fell 0.5 percent in the Muskegon MSA 
during the first quarter of 1993. Job losses were seen across 
most all sectors of the economy. Still, the area's unemploy 
ment rate has dropped, and indicators suggest improving 
employment conditions in the goods-producing sector.
Employment in the Muskegon MSA's goods-producing 
sectors was down 0.7 percent in the first quarter due to a 1.1 
percent drop in durable goods employment. Employment in 








E Penenl Change, Fourth lo Rrit Percent Chute. I Fim to Pint I
Employment in the area's private service-producing 
industries was down 0.4 percent in the first quarter. Employ 
ment in the transportation and public utilities sector dropped 
3.9 percent due in large part to major cutbacks at GTE 
North Incorporated. GTE softened the blow of eliminating 
200 of its workers through the transfer of 40 jobs into its 
Muskegon central office dispatch. Other employment losses 
occurred in wholesale and retail trade. Services picked up 
60 jobs.
Government employment was also down for the quarter, 
dropping 0.6 percent. Over the past four quarters, govern 
ment employment fell 3.0 percent, due in part to the closure 
of the state's Muskegon Regional Center for Developmental 
Disabilities. State mental health officials are assisting the 
City of Muskegon through a reported $25,000 planning 
grant to study possible new uses for the facility that previ 
ously employed more than 500 workers.
Despite a lack of job growth in the Muskegon MSA, the 
area's unemployment rate fell from 11.1 percent to a flat 10 
percent in the first quarter. This drop in the unemployment 
rate, in the light of the lack of job growth, can be explained 
by an increase in the number of individuals commuting to 
other areas, such as Grand Rapids or Grand Haven, for 
employment. In addition, the Michigan Employment Secu 
rity Commission reported that, statewide, many individuals 
left the workforce in the first quarter, lowering the pool of 
unemployed workers.
The area's Index of Leading Indicators jumped 5.1 per 
cent in the first quarter, suggesting improving employment 
conditions in the goods-producing sectors. However, the 
Help-Wanted Advertising Index fell 3.1 percent, indicating 
sluggish employment conditions in the area's service-pro 
ducing sectors.
The local components of the area's Index of Leading 
Indicators were mixed. The number of new claims for 
unemployment insurance fell over 10 percent. However, the 
average hours of production workers was down 1.5 percent, 
and the number of new residential dwelling units put under 
contract inched down 1.3 percent.
After 28 years and seven attempts, the residents of 
Muskegon have finally approved an income tax. Income of 
city residents will be subject to a 1 percent tax, while 
income earned in the city by noncity residents would be 
taxed 0.5 percent. A local income tax has several advan 
tages over the traditional property tax for local govern 
ments. First, it spreads the tax burden to all individuals who 
use city services, including noncity individuals who work in 
the city. Second, it provides an incentive for city economic 
development efforts to promote human capital development 
strategies that enhance the income of its residents and not 
just real estate development.
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Table M-l
Muskegon (Muskegon County) Statistics 













































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, 
Company, ad count from Muskegon Chronicle and employment data from MESC. National components in Table A-3 
NOTE: Categories may not sum to total due to rounding. 



















































Changes in Average Hourly Earnings and Employment in Manufacturing
1991 - 1992







Durable Primary + Industrial Total Total 




















Real average hourly earnings in manufacturing fell 23 cents in 1992 (in 1992 dollars), reflecting a 5 percent decline in labor demand. In 
the area's struggling industrial machinery industry, real average hourly wages rose, even though employment fell nearly 9.0 percent, 
due to the layoffs affecting unskilled, lower-wage workers.
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Definition of Terms
Business Cycle Turning Dates
The Historical business cycle turning dates used in this report 
are those designated by the National Bureau of Economic 
Research, Inc. (NBER). They mark the approximate dates when, 
according to NBER, aggregate economic activity reached its cycli 
cal high (peak) or low (trough) levels.
Employment
In this quarterly, "employment" is used instead of the more pre 
cise term, "wage and salary employment." The MESC employ 
ment data shown refer to "jobs by place of work," or 
nonagricultural employment.
Goods Producing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the produc 
tion of durable or nondurable goods, construction and mining.
Private Service Producing: The estimate of the number of 
workers on the payrolls of privately owned firms that provide 
services rather than goods.
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Index of Leading Indicators, United States
A (composite) index based on 11 major components. Marginal 
employment adjustment measures include average weekly hours in 
manufacturing employment and average weekly initial UI claims. 
One of the two job vacancy series is Help-Wan ted Advertising. 
New private housing units are part of the fixed capital investment 
component. For a complete list see Survey of Current Business and 
the 1984 Handbook of Cyclical Indicators. The U.S. Department of 
Commerce, Bureau of Economic Analysis.
Initial Claims
A count of the number of new claims filed for unemployment 
insurance (UI) for regular state programs. Each initial claim filed 
indicates a new spell of unemployment for an experienced work 
ers. In Michigan, to be eligible for benefits, an individual must 
have earned wages of at least 30 times the state minimum hourly 
wage during not less than 20 of the 52 consecutive calendar weeks 
preceding the benefit year. Each such week is termed a "credit 
week." An individual may qualify with as few as 14 credit weeks, 
however, if base period wages have been in excess of 20 times the 
state average weekly wage.
Michigan Employment Security Commission (MESC)
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal unemploy 
ment insurance programs and provides labor market information in 
keeping with state and federal reporting requirements.
MSA (1983 definition)
In all but New England, one or more counties are defined as a 
Metropolitan Statistical Area if they contain the following: a large 
population nucleus (a central city or "urbanized" area) with adja 
cent communities which have a high degree of economic and social 
integration. Adjacent counties are included if they have 60 persons 
per square mile, and/or substantial 1970 to 1980 population growth 
(20 percent) with 10 percent residing within the urbanized area and 
a commuting pattern with 15-20 percent of residents working 
within the central city or urbanized area.
MS As are also defined as major labor market areas by the Mich 
igan Employment Security Commission (MESC). Those labor mar 
ket areas outside of the MS As have the peninsula or county name.
National Association of Purchasing Management 
Selected Components Indexed
The NAPM conducts a monthly survey of purchasing managers 
from a scientifically selected sample of firms across the nation. 
Responses indicate only the direction of change; the percentage 
reporting favorable changes minus those with unfavorable changes 
plus 100 equals the index as shown in this quarterly. For those 
familiar with diffusion indexes, these indexes represent two times 
the percentage reporting a change in a favorable direction, e.g., 
more new orders. (The favorable count includes one—half of those 
reporting no change.)
Time Series
A set of numbers covering a known interval or timespan (e.g., 
months or quarters) that provide information about a well-defined 
activity, process or group. For local series that consistently change 
direction in advance of overall economic activity, see Table A-3. 
Those measuring current or past economic activity are found in 
Table A-4.
Unemployed
The number of persons in the labor force who are without a job 
or on layoff but not expecting to be called back. In order to be 
counted, an individual must be seeking work.
Vacancy Rate
The percentage of all housing units in existing homes or newly 
constructed units (visibly ready for occupancy) that are empty and 
therefore unoccupied. Vacancy rates in Michigan MSAs are deter 
mined by U.S. Postage Service delivery workers as part of an 
annual survey conducted for the Federal Home Loan Bank of Indi 
anapolis and the 1990 Census. See Table A-5
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Table A-l 
Index of Help-Wanted Advertising (1982=100)
Annual averages (Selected years)
Area
Battle Creek MSA .............
Benton Harbor MSA ...........
Grand Rapids MSA ............








































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette, and Muskegon Chronicle; United States and Detroit indexes derived from (1967=100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA .............
Benton Harbor MSA ...........
Grand Rapids MSA ............






. . . . . 125
..... 100




















































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area and for 
the State of Michigan. Weights range from .32 to .45.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the State 
of Michigan. Weights range from .08 to .12.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area and
for the State of Michigan. Weights range from .04 to .12.
hi addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .13.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .09 to .13.
6. The proportion of firms reporting an increase in purchased materials inventories. Weights range from .09 to . 12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .10 to .14.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Area
Battle Creek MSA ........
Benton Harbor MSA ......
West Michigan, 5 MSAs . . .
United States ............
1981
. . . . 41.8
. . . . 40.7
. . . . 39.8
. . . . 40.7
. . . . 41.5
. . . . 40.5
. . . . 40.5
. . . . 40.0
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1987 1988 1989 1990 1991 1992 1993 
I 11 III IV I
43.2 42.4 41.9 42.3 42.5 42.8 43.2 42.3 42.7 42.8 
40.7 42.1 42.4 41.6 40.7 41.0 41.8 41.4 42.9 42.9 
40.1 41.2 41.3 40.7 40.1 40.7 40.9 40.2 41.3 41.5 
42.9 42.7 42.1 41.8 42.1 41.6 42.8 42.3 42.6 44.1 
40.9 40.9 41.3 40.6 39.9 40.1 39.6 40.1 41.0 40.4
41.0 41.6 41.6 41.2 40.7 41.0 41.4 40.8 41.8 42.1 
42.2 43.2 43.1 41.7 41.5 42.2 42.0 41.3 41.8 42.9 
41.0 41.1 40.9 40.7 40.6 41.1 41.0 40.9 41.4 41.3
2. Initial Claims for Unemployment Insurance (Average per week)
Area
Battle Creek MSA ........
Benton Harbor MSA ......









. . . . 29,289
. ... 430,975
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1987 1988 1989 1990 1991 1992 1993
i n in iv i
315 295 318 338 388 382 347 365 341 277 
235 252 289 272 348 326 308 277 269 214 
1,019 1,038 1,061 1,361 1,527 1,500 1,469 1,439 1,259 994 
336 292 339 385 398 376 372 416 396 304 
351 320 354 388 444 453 407 397 319 286
2,260 2,196 2,361 2,742 3,105 3,034 2,916 2,898 2,579 2,067 
17,067 17,053 17,276 21,198 26,628 24,182 23,940 24,363 24,228 15,707 
325,600 304,940 316,880 368,050 443,680 420,100 418,070 437,380 414,880 346,690
3. New Dwelling Units - Put Under Contract
Area
Battle Creek MSA ........
Benton Harbor MSA ......
Grand Rapids MSA .......




. . . . 2,460
. . . . 1,670
436
. . . . 2,335
.... 26,893
Annual averages (Selected years) By quarter (Seasonally adjusted annual rate)
1987 1988 1989 1990 1991 1992 1993 
I D HI IV I
181 226 264 527 441 436 595 527 526 506 
361 390 383 493 392 572 643 584 583 543 
5,575 5,448 5,214 5,387 3,741 3,460 3,805 3,710 3,645 3,486 
1,192 1,485 1,640 1,662 708 799 1,077 886 892 1,014 
416 446 531 665 618 661 668 640 654 645
7,756 8,028 8,002 8,794 5,929 5,841 6,818 6,385 6,306 6,062 
51,482 47,118 43,817 48,025 35,998 37,148 40,115 36,809 37,548 38,559
4. National Purchasing Management Association Survey (Selected components indexed)*
Component
Change in inventories .....





. . . . 130
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1987 1988 1989 1990 1991 1992 1993 
I D HI IV I
123 118 100 95 102 116 118 111 119 123 
97 99 91 82 80 88 90 90 86 87 
91 85 105 104 95 99 101 102 100 105 
143 154 106 112 87 94 108 108 88 107
SOURCES: Average weekly hours and initial claims based on informadon from Michigan Employment Security Commission; number of housing units put 
under contract, F.W. Dodge Division, McGraw Hill Informadon Systems Company; survey data from the National Association of Purchasing Management. 
Seasonal adjustments by the Institute.
a. Survey results shown here are based on percent reporting condidons favorable to economic growth minus percent reporting conditions unfavorable to eco 
nomic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment8
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............







































































West Michigan, 5 MSAs 
Michigan............
529.9 597.2 622.4 650.0 660.4 654.5 659.1 660.4 660.7 664.0 668.3 
3,351.3 3,735.8 3.819.2 3,922.3 3.949.2 3.865.7 3,887.6 3,909.5 3,905.6 3.929.9 3,964.0 
Goods-Producing Employment"
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............





























































































Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............






































































West Michigan, 5 MSAs 
Michigan ............
261.5 316.8 331.4 353.3 365.0 366.0
1,667.1 2,018.5 2,097.5 2,177.6 2,231.1 2,206.3
369.8 370.9 372.5 375.2 377.2
2,226.7 2,239.0 2,245.2 2,260.3 2,282.5
Government Employment
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................






























































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute.
NOTE: Annual employment statistics are adjusted to reflect MESC's final average annual employment figures. Quarterly estimates are subject to change due
to the addition of current quarter employment estimates.
a. Components may not add to totals because of rounding.
b. Manufacturing and construction and mining.
c. Transportation and public utilities; wholesale trade; retail trade; finance, insurance, and real estate; and services.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan


































































SOURCE: 1990 U.S. Census Summary Tape File 1A.
"'Includes vacant seasonal, recreational, or occasional use housing units.



































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1991 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the first, second, third, and fourth quarters of 1991 at 7.5, 7.3, 7.6, and 7.3 percent. Homeowner housing vacancy rates for the same periods 
were 1.7, 1.8, 1.8, and 1.6 percent.
Table A-6
Population by Age Groups 





























































































































SOURCES: 1980 Census General Population Characteristics and 1990 Census. Summary Tape File 1A from the Michigan State Office of Management and
Budget.
NOTE: The 1980 and 1990 population figures for each of the MSAs is shown on Table A-ll.
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Table A-7












































































































SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis.
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year
Annual 
Avg. Jan. Feb. March April May June July Aug. Sept Oct. Nov. Dec.


































































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although the
CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs. All CPI
series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in indexpoints. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
[l08.6 (1986 annual avg.) -106.9 (1985 annual avg.)] x 100 = 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
[l09.3 (1986 December) - 108.6 (1985 December)] x 100 = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators 
(Not adjusted for seasonal variations)




























































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 7.1 percent in January 1993 and 7.0 percent in March 1993. Seasonally adjusted rate for Michigan was 7.1 percent in
January 1993 and 6.3 percent in March 1993.
Table A-10 
Commercial Banking Data
Fourth Quarter 1992 





. . . . . $49,414
. . . . . 18,433
. . . . . 18,468
. . . . . 10,832




. . . . . 2,303
. . . . . 3,776
. . . . . 835
. . . . . 15,489


























































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data include deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers' acceptances, and unearned income.
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Table A-ll 







Battle Creek MSA ..........
Benton Harbor MSA ........











































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census.





























































SOURCES: Michigan Association of Realtors and the Muskegon Board of Realtors.
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Construction Index 
First Quarter 1984 - First Quarter 1993
Battle Creek MSA
300
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresidential
Benton Harbor MSA
1000
1984 1983 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresideouil
Grand Rapids MSA
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
l Residential Total Nonresidential 1
Kalamazoo MSA
1000
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresidential
Muskegon MSA
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
Total Residential Total Nonresidential §
SOURCE: McGraw Hill, F.W. Dodge Division.
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